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VFRSHRIHFRQRPLFDODQGVRFLDOSURFHVVHVRIWKHRSHQPDUNHW7KHPDMRUSDUWRIUHJLRQVRI5XVVLDQ)HGHUDWLRQV
IDLOHG LQ D FRPSHWLWLYH VWUXJJOHQRW RQO\ LQ DQ LQWHUQDWLRQDO OHYHOEXW HYHQ LQ WKH LQWHUQDOPDUNHW3ULPDULO\
WRZQIRUPDWLRQVZKLFKZHUHIRUPHGLQRUGHUWRVROYHROGJHRSROLWLFDOSUREOHPVFHQWHUVRIPLOLWDU\LQGXVWULDO
FRPSOH[ PLOLWDU\ FRPPXQLWLHV FORVHG SROLWLFDO VXEGLYLVLRQV FRPSDQ\ WRZQV WKDW IRUPDOO\ GHSHQG RQ WKH
WHFKQRORJ\ RI WRZQIRUPLQJ FRPSDQLHV HWF GLGQ
W ILQG WKHLU SODFH LQ WKH QHZ HFRQRP\0DQXIDFWXULQJ LV
WUDQVIHUUHG IURP WKH GHYHORSHG FRXQWULHV WR WKH ©WKLUGZRUOG FRXQWULHVª ZKHUH UDZPDWHULDOV DQG ODERU DUH
FKHDSHU$VDUHVXOWZHFDQIDFHVXFKIDFWVDVYDQLVKLQJRIVPDOOWRZQVDQGVHWWOHPHQWVIURPWKHFRXQWU\PDS
GRZQVZLQJRIHFRQRPLFDODQGVRFLDOVSKHUHVPLJUDWLRQRIWKHLQKDELWDQWVWRPHJDSROLFHV
)UHH ODERU PDUNHW DV ZH VHH LW GXULQJ WKH HSRFK RI WKH VFLHQWLILF DQG WHFKQRORJLFDO UHYROXWLRQ LQ
LQIRUPDWLRQDOO\GHYHORSHGHFRQRP\LVRQHRIWKHPDLQHOHPHQWVRIFRPPHUFLDOPDUNHWHFRQRP\DQGLVRQHRI
WKHEDVLVRIWKHGHPRFUDWLFVWUXFWXUHRIVRFLHW\
,WLVDSURWHFWHGE\WKHODZFRPSOH[RIHTXDOVRFLDODQGHFRQRPLFDOUHODWLRQVWKDWH[LVWVEHWZHHQWKHSULYDWH
DQGVWDWHHPSOR\HUVRQ WKHRQHVLGHDQG WKHHPSOR\DEOHSRSXODWLRQ±RQ WKHRWKHUDQG LQJHQHUDOHIIHFWLYHO\
VDWLVILHV WKH EDVLF LQWHUHVWV RI WKH ERWK VLGHV GXULQJ WKH SURFHVV RI WKH UHSURGXFWLRQ DQGGHYHORSPHQW RI WKH
QDWLRQDOHFRQRP\
$WPDWXULW\QDWLRQDOODERUPDUNHWSHQHWUDWHVDOOWKHSXEOLFSURGXFWLRQ(DFKLQGXVWU\REWDLQVWKHSHUVRQQHOLW
QHHGV ,Q LV LPSRUWDQW WKDW ODERU PDUNHW XVHV WKH ODERU IRUFH QRW RQO\ RI D FHUWDLQ SURIHVVLRQDOO\ TXDOLILHG
FDWHJRU\EXWDOVRRIFHUWDLQFXOWXUDODQGHWKLF±ODERUPHULWVWKDWIROORZWKHHFRQRP\GHPDQGV
7KHODERUPDUNHWSURYLGHVZLWKWKHIROORZLQJSRVVLELOLWLHV
x IUHHFKRLFHRIWKHSURIHVVLRQLQGXVWU\DQGSODFHRIDFWLYLW\HQWHUSULVHUHZDUGHGE\SULRULW\
RIIHUVVDODU\OHYHOSRVVLELOLWLHVRIUHDOL]DWLRQRIFUHDWLYHFRQFHSWVHWF
x IUHHGRP RI HPSOR\HU WR KLUH DQG GLVPLVV KLV HPSOR\HHV LQ DFFRUGDQFH ZLWK WKH /DERU
OHJLVODWLRQWKDWSURWHFWWKHFLWL]HQVLQWHUHVWVLQWHUPVRIJXDUDQWHHRIWKHHPSOR\PHQWODERUFRQGLWLRQV
DQGLWVUHPXQHUDWLRQ
x IUHHPRYHPHQWRIVDODU\DQGRWKHULQFRPHFRPSOLDQFHZLWKWKHJXDUDQWHHGPLQLPXPZDJH
WKDW LV HVWDEOLVKHG E\ WKH ODZ WKDW SURYLGHV ZLWK PRQH\ DPRXQW WKDW JLYHV DQ RSSRUWXQLW\ RI WKH
H[SDQGHGUHSURGXFWLRQRIWKHSRSXODWLRQDQGPRGHUQODERUIRUFHUHJXODWLRQRIWKHFHLOLQJWKURXJKWKH
WD[V\VWHPEDVHGXSRQWKHSURJUHVVLYHVFDOH
x LQGHSHQGHQWDQGDWWKHVDPHWLPHHFRQRPLFDOO\HQFRXUDJHGPLJUDWLRQRIODERUIRUFHEHWZHHQ
UHJLRQVLQGXVWULHVDQGSURIHVVLRQDOO\TXDOLILHGJURXSVWKDWDOPRVWDOZD\VLPSURYHVWKHOLIHOHYHODQG
SRVVLELOLWLHVRIODERUDFWLYLW\
/DERU IRUFH HFRQRPLFDOO\ DFWLYH SRSXODWLRQ DSSHDU RQ WKH ODERU PDUNHW DV D KROGHU DQG VHOOHU RI
PHUFKDQGLVHV WKDW DUH YHU\ LPSRUWDQW IRU WKH HFRQRP\ ± NQRZOHGJH TXDOLILFDWLRQPRUDO TXDOLWLHV KRQHVW\
ILGHOLW\DPELWLRXVQHVVDQGFUHDWLYHDELOLWLHV7KHVHYDOXHVDUHREMHFWVRISXUFKDVHDQGVHOO
:KHQWKHZRUNLQJSHRSOHJRWRWKHODERUPDUNHWWKH\KDYHDVWDWXVRIFRXQWHUDJHQWVLQGHSHQGHQWLQWKHLU
DFWLRQVWKDWLVVHFXUHGLQOHJLVODWLRQDQGFRQILUPHGE\WKHUHDOHFRQRPLFDODQGSROLWLFDOVLWXDWLRQ
6WDWXV RI WKH HTXDOLW\ RI ODERU VHOOHUV DQG EX\HUV LV YHU\ LPSRUWDQW LQ FRPPHUFLDO PDUNHW FRPSHWLWLYH
UHODWLRQV ,W FRQVLGHUDEO\ GHVWLQHV WKH HIIHFWLYHQHVV RI WKH GLIILFXOW WHFKQRORJLFDO SURIHVVLRQDOO\ TXDOLILHG
FRQQHFWLRQV DQG VRFLDO UHODWLRQVKLSV WKDW H[LVW LQ WKHPRGHUQ VRFLDO SURGXFWLRQ8QGHU WKH FRQGLWLRQV RI WKH
PDVVLYHFUHDWLYHDFWLYLW\WKHVHFRQQHFWLRQVEHFRPHPRUHGLIILFXOWDQGDJJUDYDWHGDQGJHWDFUXFLDOLPSRUWDQFH
LQ WKH HFRQRP\ GHYHORSPHQW 3RVLWLRQ RI WKH HTXDOLW\ SURYLGHV WKH SULRULW\ RI WKH ODERU FRPPXQLW\
PDQXIDFWXULQJFRQVHQWWKDWQRWRQO\FRQGXFHWKHLQFUHDVHRIWKHHIIHFWLYHQHVVRISXEOLFSURGXFWLRQEXWDOVRLWV
TXLFNGHYHORSPHQW )UHH ODERUPDUNHW LV DQ RSHQPDUNHW LQ VRFLDO SROLWLFDO DQGZRUOG HFRQRPLF FRQWH[W ,W
SURYLGHV WKH ZRUNLQJ SHRSOH ZLWK WKH RSSRUWXQLW\ RI WUDQVDFWLRQ LQ DFFRUGDQFH ZLWK WKHLU LQWHUHVWV DQG
UHDGLQHVVIURPWKHHPSOR\HHWRWKHSULYDWHHQWHUSULVHDQGEDFN$OVRPLJUDWLRQEHWZHHQWKHFRUSRUDWLRQVDQG
VWDWHRUJDQL]DWLRQVLVSRVVLEOH(PLJUDWLRQWRDQRWKHUFRXQWU\IRUZRUNLVQRWFRQQHFWHGZLWKVSHFLDOOLDELOLWLHV
DQGFRQGLWLRQV
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&DSLWDOLVP±LVWKHILUVWDQGVWLOOWKHRQO\IRUPDWLRQLQWKHKLVWRU\RIWKHZRUOGFLYLOL]DWLRQZKLFKSURYLGHV
DOOWKHFLWL]HQVRIWKHFRXQWU\ZLWKWKHMXULGLFDODQGDFWXDOULJKWRIIXOORZQHUVKLSRIWKHLUODERUIRUFH±WKHPDLQ
FUHDWLYHHOHPHQWRIWKHVRFLDOSURGXFWLRQ2QO\DZRUNHULVDVROHVRYHUHLJQRZQHURIKLVODERUSRWHQWLDORQWKH
FDSLWDOLVWLF ODERU PDUNHW ,I WKH ZRUNHU GRHVQ
W KDYH KLV RZQ EXVLQHVV KH VHOOV KLV ODERU WR WKH HPSOR\HU
VRPHZKDWUHQWLQJKLVODERUIRUFH7KHODERUFRQWUDFWVLJQHGEHWZHHQWKHHPSOR\HUDQGWKHHPSOR\HHDQGWKH
H[LVWLQJ OHJLVODWLRQH[SUHVVDQGSURWHFW LQWHUHVWVRIERWKVLGHVDQGHVWLPDWHV WKHRSWLPDOZRUNLQJFRQGLWLRQV
WLPHIXQFWLRQVDQGLQWHQVLW\RIZRUN
7KH HPSOR\HU RQZKRVHEHKDOI WKH SULYDWH FDSLWDO DQG WKH VWDWH DUH DFWLQJ FDQ
W EX\ WKH ODERU IRUFH DQG
EHFRPHLWVRZQHUHYHQLIKHZDQWV WR7KHUHLVQRVXFKDSRVVLELOLW\RQWKHFDSLWDOLVWLF ODERUPDUNHW LI WKHUH
ZDVVXFKDQRSSRUWXQLW\LWZRXOGEHVRPHWKLQJGLIIHUHQWEXWQRWFDSLWDOLVP
0RUHRYHUVXFKDQDFTXLVLWLRQGRHVQ
WVHUYHWKHLQWHUHVWVQRURISULYDWHFDSLWDOQHLWKHURIWKHVWDWHEHFDXVH
WKHZRUNHUZLWKRXWDQRZQHUVKLSRIKLV ODERU IRUFHDQGZLWKRXWDSRVVLELOLW\ WRPDQDJHKLVKXPDQSRWHQWLDO
ORVHVLQWHUHVWWRZDUGVWKHODERUSUHVHUYDWLRQDQGGHYHORSPHQWRITXDOLWLHVRIZRUNHUFUHDWRUDQGVWRSVWKHJDVS
IRU LWV EHWWHU XVDJH 0RUDO VSLULWXDO FRQQHFWLRQV ZLWK WKH ODERU VSKHUH DQG WKH VRFLHW\ ZHDNHQ LQWHUHVW WR
SURVSHULW\DQGGHYHORSPHQWRI WKHHQWHUSULVHQDWLRQDOHFRQRP\FRXQWU\GLVDSSHDUV,WQHJDWLYHO\LQIOXHQFHV
WKHPDWHULDOZHOIDUHRIWKHSRSXODWLRQDQGVWRSVLWVVSLULWXDODQGFXOWXUDOJURZWK
$VWKHHPSOR\HUDFTXLUHVWKHODERUIRUFHIRUWLPHO\RUHYHQPD\EHIRUORQJWLPHXVDJHKHLVLQWHUHVWHGLQ
PD[LPXP KLJK ODERU TXDOLW\ RI WKH HPSOR\HH DQG RQ KLV SDUW DQG LQ KLV RZQ LQWHUHVW LV ZLOOLQJ WR FUHDWH
IDYRUDEOHFRQGLWLRQVIRULW
7KHHPSOR\HHVZRUNLQJLQWKHV\VWHPRIVXFKSURGXFWLYHUHODWLRQVDUHLQWHUHVWHGLQPD[LPDOUHDOL]DWLRQRI
WKHLUSURIHVVLRQDODQGFUHDWLYHFDSDELOLWLHVDVLWLVWKHEHVWDQGVRPHWLPHVWKHRQO\ZD\WRDFKLHYHDKLJKOLIH
VWDQGDUGDQGILUPSRVLWLRQLQWKHVRFLHW\6RWKHUHLVDKLJKOHYHORIFRKHUHQFHRILQWHUHVWVRIODERUDQGFDSLWDO
WKDW LV D GHWHUPLQDWLYH RI VWDEOH HIIHFWLYHQHVV RI HFRQRP\ DQG LWV KXJH OLIH SRZHU $OVR WKHPDUNHW EULQJV
FRPSHWLWLRQWRLQWHUODERUUHODWLRQVDQGLQFUHDVHVPRWLYDWLRQWRTXDOLWDWLYHODERU
%\PHDQVRIWKHQDWLRQDOODERUPDUNHWHQWHUSULVHVDQGFRPSDQLHVJHWRQO\WKRVHODERUIRUFHVWKDWFDQUHDOO\
SURYLGHWKHPZLWKDKLJKDQGSHUPDQHQWHIIHFWLYHQHVVRIODERUDQGSURGXFWLRQSURFHVVHV
/DERUPDUNHWJXDUGVWKHLQWHUHVWVRIWKHVRFLHW\DQGDOOLWVPHPEHUVGLYLGLQJWKHZRUNLQJSRSXODWLRQLQWR
WKRVHZKRFDQLPPHGLDWHO\DIWHUWKHJUDGXDWLQJIURPWKHHGXFDWLRQLQVWLWXWLRQDQGDFFHSWDQFHIRUHPSOR\PHQW
FDQEHDGPLWWHGWRZRUNDQGWKRVHZKRVKRXOGKDYHDQDGGLWLRQSUHSDUDWLRQEHIRUHLW,WLVPRUHSURILWDEOHWR
PDNH8QSUHSDUHG WRVRFLDO ODERUHVSHFLDOO\ ORZVNLOOZRUNHUVSXEOLFO\IXQGHG IRU VRPH WLPHDQG WRSURYLGH
WKHPZLWKDQLQWHQVLYHUHWUDLQLQJWKDQWRNHHSWKHPLQHQWHUSULVHVDQGFRPSDQLHVIRUWKHVDPHPRQH\DPRXQW
SDLGDVVDODU\6XFKPHWKRGVKRXOGEHXVHGLQWKH5XVVLDQHFRQRP\
6SHFLDODVSHFWVRILQFRPHGLVWULEXWLRQLQ5XVVLDQHFRQRP\
7KHPRGHUQSULYDWHHQWHUSULVHVHFRQRP\RIRXUFRXQWU\ VKRXOGEHFRQVLGHUHGDVDV\VWHPZLWKSDUWLHV
PDUNHWVPDOOSULYDWHHQWHUSULVHVDQGFRUSRUDWLYHELJSULYDWHHQWHUSULVHV'LVWULEXWLQJUHODWLRQVKLSVLQWKHVH
VHFWRUVRIHFRQRP\DUHGLIIHULQJDORW
,Q VWDWH VHFWRU LQ VWDWH VHOIVXSSRUWLQJ HQWHUSULVHV DQG LQ VWDWH EXGJHWIXQGHG HQWLWLHV DQG RUJDQL]DWLRQV
GLVWULEXWLRQUXOHVDOVRKDYHWKHLUSHFXOLDULWLHV
ɚ0DUNHW VHFWRU)XQFWLRQLQJRI WKHPDMRULW\RI VPDOO DQGPHGLXPHQWHUSULVHV WKDWEHORQJ WR WKHPDUNHW
VHFWRUSURYLGHDQHIIHFWLYHGLVWULEXWLRQRIWKHVRFLDOSURGXFW,QFRPSHWLWLYHVSKHUHWKHUHVRXUFHVDUHDVXVXDOO\
GLUHFWHGWRWKHSURGXFWLRQRIWKRVHJRRGVDQGVHUYLFHVWKDWWKHVRFLHW\QHHGVPRVWRIDOO,QWKHPDUNHWV\VWHP
WKHZLOO RI WKH FRQVXPHU WKDW LV H[SUHVVHV LQ LQFUHDVH RU GHFUHDVH RI SXUFKDVLQJ LV WUDQVIHUUHG WKURXJK WKH
PDUNHW WR WKHSURGXFHU LH WKH SURGXFWLRQ LVPDQDJHGE\ WKH FKRLFH RI WKH FRQVXPHU DQG WKH VRFLHW\ WKHLU
SD\DEOH GHPDQGV 3URFHVV RI GLVWULEXWLRQ LQ WKHPDUNHW V\VWHP LV WKH IROORZLQJ$Q\ SURGXFW LV GLVWULEXWHG
EHWZHHQWKHFRQVXPHUVRQEDVLVRIWKHLUDELOLW\DQGGHVLUHWRSD\IRULWDVLJQLILFDQWPDUNHWSULFH$SRVVLELOLW\
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RIWKHFRQVXPHUWRSD\DQHTXLOLEULXPSULFHIRUWKHSURGXFWLVHVWLPDWHGE\WKHDPRXQWRIKLVPRQH\LQFRPH
7KH ODVW GHSHQGV RQ WKH DPRXQW RI GLIIHUHQW PDWHULDO DQG KXPDQ UHVRXUFHV SURYLGHG WR WKH PDUNHW E\ WKH
LQFRPHUHFHLYHUDQGRQWKHSULFHVDWZKLFKWKHVHUHFRXUVHVFDQEHVROGRQWKHUHVRXUFHPDUNHW6RSULFHVDWWKH
UHVRXUFHVSOD\DNH\UROHLQIRUPDWLRQRIWKHLQFRPHDPRXQWWKDWHDFKKRXVHKROGFDQRIIHULQH[FKDQJHIRUD
SDUWRIDVRFLDOSURGXFW:LWKLQWKHPRQH\LQFRPHRIWKHFRQVXPHUKLVUHDGLQHVVWRSD\DQHTXLOLEULXPSULFHIRU
WKHSURGXFWZLOOHVWLPDWHZKHWKHUWKHSDUWRIWKHVDLGSURGXFWZLOOEHWUDQVIHUUHGWRWKHFRQVXPHUVRZQHUVKLS
6XFKUHDGLQHVVWREX\DSURGXFWGHSHQGVRQZKHWKHUWKHFRQVXPHUSUHIHUVWKLVSURGXFWZKLOHFRPSDUHGLWWRLWV
FORVHVXEVWLWXWHVDQGWKHLUSULFHV7KHUHIRUHSULFHVIRUSURGXFWVLQWKHLUWXUQSD\WKHNH\UROHLQIRUPDWLRQRI
WKH FRQVXPHUV¶ H[SHQVHV VFDOH +RXVHKROGV WKDW FDQ DFFXPXODWH D ELJ DPRXQW RI WKHPDWHULDO UHVRXUFHV E\
LQKHULWDQFHDVDUHVXOWRIKDUGODERUDQGHFRQRP\E\PHDQVRIXVHRIVSHFLDOEXVLQHVVLQWHOOLJHQFHRUHYHQE\
PHDQVRIGHFHLWJHWELJLQFRPH6RWKH\PDLQWDLQKXJHSDUWVRIWKHVRFLDOSURGXFW7KHRWKHUVWKDWVXSSO\WKH
PDUNHWZLWKXQTXDOLILHGDQGFRPSDUDWLYHO\QRQSURGXFWLYH ODERUIRUFHV LQH[FKDQJHIRUD ORZVDODU\JHW ORZ
PRQH\LQFRPHDQGFRPSDUDWLYHO\ORZVKDUHVRIWKHQDWLRQDOSURGXFW7KHPDUNHWV\VWHPLVDGHSHUVRQDOL]HG
XQSUHMXGLFHGPHFKDQLVP DQG LQFRPH GLVWULEXWLRQ WKDW DSSHDUV RQ LWV EDVLV FDQ DULVH D ELJJHU LQHTXDOLW\ WKH
VRFLHW\QHHGV7KHPDUNHWV\VWHPJLYHVELJJHU LQFRPH WR WKRVHZKRVH ODERU LVEHWWHUSDLGEHFDXVHRI LQERUQ
DSWLWXGHVHGXFDWLRQDQGVNLOOUHFHLYHG$VZHOOWKRVHZKRRZQDVWURQJFDSLWDODQGJURXQGDUHDVHDUQHGE\D
KDUGODERURUUHFHLYHGE\LQKHULWDQFHJHWELJLQFRPHIURPWKHP%XWRWKHUPHPEHUVRIWKHVRFLHW\KDYHOHVV
DSWLWXGHVUHFHLYHGORZHGXFDWLRQDQGTXDOLILFDWLRQ6RWKHLULQFRPHLVORZ0RUHRYHUPDQ\ROGSHRSOHZLWK
SK\VLFDO DQG PHQWDO GHIHFWV VLQJOH ZRPHQ DQG ZLGRZV ZLWK FKLOGUHQ DW H[SHQVH HDUQ YHU\ OLWWOH RU OLNH
XQHPSOR\HGGRQ
WKDYHLQFRPHLQWKHPDUNHWV\VWHP7KHPDUNHWV\VWHPLQYROYHVDVLJQLILFDQW LQHTXDOLW\ LQ
GLVWULEXWLRQRIPRQH\LQFRPHDQGFRQVHTXHQWO\LQGLVWULEXWLRQRIWKHQDWLRQDOSURGXFWEHWZHHQWKHLQGLYLGXDO
KRXVHKROGV7KHSURGXFWSURGXFHGPRVWO\DSSURSULDWHGIRUSURGXFWLRQRIOX[XU\LWHPVIRUWKHULFKRQHVDWWKH
H[SHQVH RI WKH UHVRXUFHV IRU SURGXFWLRQ RI QHFHVVLWLHV IRU WKH SRRU RQHV ([SDQVLRQ RI WKH PDUNHW VSKHUH
VKDUSHQVWKHDSSHDUDQFHRILWVSUREOHPVFRQGLWLRQHGE\WKHLPSHUIHFWQHVVRILQIOXHQFHRIVXSSO\DQGGHPDQG
RQGLVWULEXWLRQRI WKH VRFLDO SURGXFW:KHQ WKH VXSSO\ DQGGHPDQGGRQ
W H[DFWO\ UHIOHFW DOO WKHEHQHILWV DQG
H[SHQVHV WKHPDUNHW V\VWHPFDQ¶W SURYLGH VXFK DGLVWULEXWLRQ WKDWZLOO LQ WKH EHVWZD\ VDWLVI\ WKH VRFLHWLHV
GHPDQGLWFRQFHUQVWKHSROOXWLRQSUREOHPVDQGRWKHUV7KHPDUNHWV\VWHPFDQ
WH[DFWO\FRQVLGHUWKHSXEOLFRU
FROOHFWLYHQHHGVQHHGVIRUHGXFDWLRQIRUSUHYHQWLRQRIWKHHPHUJHQF\VXIILFLHQF\RIWKHQDWLRQDOGHIHQVHHWF
E7KHFRUSRUDWHVHFWRU2QHRIWKHOHDGLQJIRUFHVWUDQVIRUPLQJWKHHFRQRP\RI5XVVLDLVDUDSLGO\HPHUJLQJ
FRUSRUDWHVHFWRULQZKLFKPDQ\ODUJHHQWHUSULVHVWUDQVLW6RPHRIWKHPKDYHDPRQRSRO\LQWKHSURGXFWLRQRI
JRRGVDQGVHUYLFHV,QWKHSUHUHIRUPSHULRGWKHDFWLYLWLHVRIWKHVHHQWHUSULVHVVWULFWO\UHJXODWHGE\WKHVWDWH,Q
PRGHUQ FRQGLWLRQV WKH\ KDYH PRUH DXWRQRP\ 7KHLU LQIOXHQFH RQ WKH IRUPDWLRQ RI LQFRPH LQFUHDVHV
SUHFLSLWRXVO\5XOHVIRUGLVWULEXWLRQRI WKHVRFLDOSURGXFW LQ WKHFRUSRUDWHSDUWRI WKHHFRQRP\DUHPXFKOHVV
FRQVLGHUHG,QWHUHVWVRIUDSLGO\HPHUJLQJFRUSRUDWLRQVDUHZLGHO\LPSOHPHQWHGWKURXJKWKHFRQWURORILQWHUQDO
DQG H[WHUQDO HQYLURQPHQW RI WKHLU DFWLYLWLHV 0RGHUQ FRUSRUDWLRQV KDYH JUHDWHU IUHHGRP LQ FKRRVLQJ DQG
DFKLHYLQJ WKHLU JRDOV KDYH SRZHU RYHU WKH VHWWLQJ RI SULFHV DQG FRVWV WKH LPSDFW RQ FRQVXPHUV WKH
RUJDQL]DWLRQRIWKHGHOLYHU\RIPDWHULDOVDQGVXSSOLHVWKH\FDUU\RXWWKHLUSROLFLHVRQWKHODERUIRUFHDQGHIIHFW
RQWKHDFWLYLW\RIWKHVWDWH&RUSRUDWHSRZHUOHDGVWRWKHORVVRIFRQVXPHUVRYHUHLJQW\RYHUWKHSURGXFHU7KH
SURGXFHUFRQWUROVFRQVXPHUVPRUHDQGPRUHLWVXERUGLQDWHVLWVRZQQHHGVLHPRQLWRUVFRQVXPHUGHPDQG,W
LVWKHSRZHUQRW©QHHGªLQWKHRUGLQDU\ZD\GHWHUPLQHVWKHIXQFWLRQLQJRIWKHHFRQRP\3URGXFWLRQUHDFKHVD
ODUJHVL]HQRWQHFHVVDULO\ZKHUHWKHUHLVJUHDWQHHG,WPD\EHODUJHZKHUHWKHUHLVDJUHDWRSSRUWXQLW\WRFRQWURO
WKHEHKDYLRURIDQLQGLYLGXDOFRQVXPHURUWRSDUWLFLSDWHLQWKHFRQWURORIWKHSURFXUHPHQWRIJRRGVDQGVHUYLFHV
E\WKHVWDWH:KHQFRUSRUDWHSRZHUSURGXFWVXVHIXOQHVVLVRQO\RQHRIVHYHUDOFRQGLWLRQVRIWKHLUSURGXFWLRQ
2QWKHIRUHJURXQGLVWKHFRQVXPHU¶VSHUVXDVLRQLQWKHQRYHOW\RISURGXFW7KHQRYHOW\RUVHHPLQJQRYHOW\LILW
FRQWULEXWHVWRWKHHIIHFWLYHQHVVRISHUVXDVLRQRIDFRQVXPHUVHUYHVWKHSXUSRVHVRIFRUSRUDWLRQVEHWWHUWKDQWKH
XVHIXOQHVVDQGHIILFLHQF\,WLVQRWFRLQFLGHQFHWKDWWKHRIIHURIDOONLQGVRIWHQQRWWKHPRVWQHFHVVDU\JRRGVWR
FRQVXPHU VLJQLILFDQWO\ LQFUHDVHG LQ FRPSDULVRQ ZLWK WKH FRVW RI JURXQG WUDQVSRUWDWLRQ SURGXFWLRQ RU
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FRQVWUXFWLRQ RI UHVLGHQWLDO KRXVHV FRPIRUWDEOH DQG LQH[SHQVLYH FORWKLQJ HWF &RUSRUDWLYH V\VWHP EULQJV
YRODWLOLW\ WR WKH GHYHORSPHQW RI HFRQRP\ EULQJV XS D KLJK LQIODWLRQ SULFHV LQ LW DUH FRQWUROOHG E\ WKH
FRPSDQLHVDQGXVXDOO\JURZTXLFNHUWKDQLQWKHPDUNHWVHFWRU6DODU\WKDWLVFRQWUROOHGE\WKHODERUXQLRQVDOVR
JURZVTXLFNHUWKDQLQVPDOODQGPHGLXPFRPSDQLHVDQGLQWKHSXEOLFVHFWRU$SDUWRIH[SHQVHVIRUWKHVDODU\
WKDWLVLQFUHDVHGE\WKHHQWHUSULVHVXQGHUWKHSUHVVXUHPDGHE\WKHODERUXQLWVLVUHODLGWRWKHWD[SD\HUVWKURXJK
WKHLQFUHDVHRISULFHV7KLVLQIODWLRQKDVDV\VWHPDWLFFKDUDFWHUDQGLVDOVRGHWHUPLQHGE\WKHLQGHSHQGHQFHRI
ELJFRPSDQLHVIURPWKHJRYHUQPHQWUHJXODWLRQRIVWDWHDQGSULYDWHH[SHQVHVDQGUHGXFWLRQRISULYDWHH[SHQVHV
E\WKHERUURZHGPRQH\DQGWD[JURZWK,QIODWLRQLVDOVRLQFUHDVHGE\WKHDFWLYHXVHQRWRIERUURZHGPRQH\
EXW RI WKH LQFRPH E\ WKH FRUSRUDWLRQV IRU LQYHVWPHQWV ,WV JURZWK LV DOVR SURPRWHG E\ WKH SUHVHQFH LQ LWV
VWUXFWXUHRIQHZO\IRUPHGFRQJORPHUDWHVRIHQWHUSULVHVSHUIRUPLQJWKHILQDQFLDORSHUDWLRQVFRPPHUFLDODQG
LQYHVWPHQWEDQNVIRUH[DPSOHIRUPDWLRQRIILQDQFLDOLQGXVWULDOJURXSVLQVXUDQFHFRPSDQLHVSRVVLELOLW\RIUH
OD\ RI KLJKHU WD[HV IRU JRRGV DQG VHUYLFHV WR WKH VRFLHW\ 7KH IHDWXUH RI WKH FRUSRUDWLYH V\VWHP LV DQ
LQVXIILFLHQF\ RI DQ HIIHFWLYH GHPDQG GHWHUPLQHG E\ WKDW WKH LQFRPHV RI FRUSRUDWLRQV DUH XVHG QRW IRU WKH
DFFXPXODWLRQ LQYHVWPHQW LH DUH VSHQWEXW IRU VDYLQJ7KH\DUHDFWLYHO\XVHGDV VKRUWWHUPPRQH\ ,Q WKH
FRUSRUDWLYHV\VWHPWKHUHLVQRVXFKDPHFKDQLVPWKDWSURYLGHVDFRPSOLDQFHRI WKHGHFLVLRQVRQVDYLQJVDQG
DFFXPXODWLRQ ZLWK WKH LQWHUHVWV RI WKH SRSXODWLRQ ,Q FRUSRUDWLYH DQG PDUNHW V\VWHPV GLIIHUHQFHV LQ VDODU\
LQFUHDVHPRGHUQWHQGHQFLHV LQGHYHORSPHQWRIHFRQRP\ZLOO OHDGWRRQWKHRQHKDQGH[LVWHQFHRIJURXSVRI
ZRUNHUV OLYLQJLQUHODWLYHO\VXFFHVVIXOFRQGLWLRQVDQGRQWKHRWKHUWRWKHH[LVWHQFHRIJURXSVUHODWLYHO\SRRU
ZRUNHUV 7KHUH LV DQ LQFUHDVLQJ WHQGHQF\ WR LQHTXDOLW\ RI LQFRPH EHWZHHQ WKH GLIIHUHQW VHFWRUV RI WKH
HFRQRPLFDOV\VWHP,QWKHFRUSRUDWLYHV\VWHPGLIIHUHQFHVLQVDODU\DUHDOVRKLJK,WLVQDWXUDOWKDWPDQDJHUVRI
ELJFRPSDQLHVXVHWKHLUSRZHUWRPDNHWKLVGLIIHUHQFHVWURQJHU$VDUHVXOWLQ5XVVLDDQDUURZVDODU\S\UDPLG
LVTXLFNO\IRUPHGDQGVDODULHVRQLWVWRSDUHYHU\KLJK
F 7KH VWDWH VHFWRU $EUXSW FKDQJH RI WKH FRQGLWLRQV RI IXQFWLRQLQJ RI 5XVVLDQ HFRQRP\ WDNHV SODFH LQ
JURXQGRIWKHZHDNHQLQJRIWKHVWDWH,WLVH[SUHVVHGQRWRQO\LQWKHFRPSUHVVLRQRIWKHVWDWHVHFWRURIHFRQRP\
EXWDOVRLQLWVUHVLGXDOILQDQFLQJIDOOEHKLQGRIWKHVDODU\OHYHOIURPWKHPDUNHWVHFWRU7KDW
VZK\WKHUHLVD
QHHG LQ D QHZ VWUDWHJ\RI WKH IROORZLQJ VRFLDOHFRQRPLFDO FKDQJHV DOVR LQ WKH VSKHUH RI GLVWULEXWLRQ RI WKH
VRFLDO SURGXFW DQG LQFRPH ,W VKRXOG EH GLUHFWHG WR WKH HTXDWLRQ RI WKH SHRSOH SRVVLELOLWLHV LQ IUDPH RI WKH
GLIIHUHQWPHPEHUVRIHFRQRPLFDOV\VWHPDQGLQFOXGH
VWDWHVXSSRUWIRUWKHQRWLFHDEOHVWUHQJWKHQLQJRIWKHPDUNHWSDUWRIWKHQDWLRQDOHFRQRP\
UHVWULFWLRQRISURGXFWWKDWLVGLVWULEXWHGLQYHU\GHYHORSHGVHFWRUVRIWKHLQFRUSRUDWHGHFRQRP\
IRUPDWLRQRIDQHZDSSHDUDQFHRIWKHVWDWHVHFWRU
$QWLPRQRSRO\PHDVXUHVSODQQHGE\WKHJRYHUQPHQWDUHIDLUDQGVKRXOGEHVWUHQJWKHQHG%XWLWVKRXOGQ
W
EHFRQQHFWHGRQO\ZLWKWKHGHQDWLRQDOL]DWLRQ7KHFRUSRUDWLYHPRQRSROLVPLVDVGDQJHURXVDVWKHVWDWHRQH2Q
WKHRWKHUKDQGIRUPDWLRQRIWKHPDUNHWVHFWRURIHFRQRP\VKRXOGQ
WEHDFFRPSDQLHGE\WKHXQMXVWLILHGVSOLWRI
ELJFRUSRUDWLYHHQWHUSULVHV,WZRXOGOHDGWRWKHIROORZLQJSXOOEDFNWRWKHORZHUHIIHFWLYHQHVVRIWKHSURGXFWLRQ
5HFRQVWUXFWLRQRIDQHZDSSHDUDQFHRI WKHVWDWHVHFWRUQHHGVDVWRSRI WKHWHQGHQFLHVRIGHQDWLRQDOL]DWLRQRI
KRXVLQJFRQVWUXFWLQJPHGLFDOVHUYLFHVFLW\WUDQVSRUWHGXFDWLRQDQGIRUPDWLRQRIVWDWHFRUSRUDWLRQVLQVLGHWKH
LQGXVWULHV WKDW VXSSO\ WKH SXEOLF QHHGV DUPDPHQW SURGXFWLRQ HWF 7KHVH LQGXVWULHV ZLOO EHWWHU IXQFWLRQ
RXWVLGH WKH LQFRUSRUDWHG DQG PDUNHW VHFWRUV RI WKH HFRQRP\ 5HFRQVWUXFWLRQ RI WKH VWDWH VHFWRU LQ D QHZ
DSSHDUDQFH LQFOXGLQJ WKHPRVWZHDNHQHGDQG WRRPXFKGHYHORSHG LQGXVWULHVZLOO GLUHFW WKH VWDWH HIIRUWV WR
SURYLGH SHRSOHZLWK WKH DFFRPPRGDWLRQ RYHUODQG WUDQVSRUWPHGLFDO VHUYLFHV DUW DQG FXOWXUH UHVWULFWLRQ RI
QHJDWLYHLPSDFWRIWKHSURGXFWLRQWRWKHHQYLURQPHQW
5HDVRQVRIPRQRSVRQ\RQODERUPDUNHWLQVPDOOFLWLHVRI5XVVLD
6RFLDO GHYHORSPHQW RI FRPSDQ\ WRZQV JUHDWO\ GHSHQGV RQ WKH HFRQRPLFDO VLWXDWLRQ RI D WRZQIRUPLQJ
FRPSDQ\ 3UHVHQFH RI D ELJ WRZQIRUPLQJ FRPSDQ\ ZKHUH VRPHWLPHV ZRUN RYHU D KDOI RI HPSOR\DEOH
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SRSXODWLRQKDVERWKSRVLWLYHDQGQHJDWLYHIHDWXUHV2QWKHRQHKDQGDVXVXDOO\DFFRUGLQJWRVWDWLVWLFVVDODU\RU
LQFRPHRIHPSOR\HHVRQVXFKDFRPSDQ\LVKLJKHUWKDQWKDWRIHPSOR\HHVRIRWKHUFRPSDQLHV0RUHRYHUVXFK
FRPSDQLHV XVXDOO\ SDUWLDOO\ PDLQWDLQ WKH VRFLDO HQYLURQPHQW RI FRPSDQ\ WRZQV HGXFDWLRQ KHDOWK VHUYLFH
FXOWXUH VRFLDO FRPSDQLHV E\ GLUHFW SDUWLFLSDWLRQ WKURXJK WD[HV SDLG WR EXGJHW RI PXQLFLSDO XQLW RU VRFLDO
SURJUDPVVRFLDOSDFNDJH2QWKHRWKHUKDQGLIWKHFRPSDQ\KDVHFRQRPLFDOGLIILFXOWLHVWKHUHDULVHVDFULWLFDO
VLWXDWLRQXQHPSOR\PHQWJURZVVRFLDOVWDQGDUGRI OLYLQJGHFUHDVHV ILQDQFLQJRIVWDWHILQDQFHGRUJDQL]DWLRQV
DQG VRFLDO VHUYLFH VSKHUH ,QVXIILFLHQW UHFRJQLWLRQ RI GHPRJUDSKLFDO DQG QDWXUDO FOLPDWLF FRQGLWLRQV RQ
DOORFDWLRQRIFRPSDQLHVGHWHUPLQHVKLJKSRVVLELOLW\RIGHVWDELOL]DWLRQRIWKHLUVRFLDOGHYHORSPHQW7RWKDWHQG
FRPSOH[DVVHVVPHQWRIHFRQRPLFDOGHWHUPLQDWLRQRIWHQGHQFLHVRIWKHLUGHYHORSPHQWEHFRPHRILQWHUHVWDWWKLV
WLPH6XFKDQDVVHVVPHQWVKRXOG WDNH LQWRDFFRXQWDVLWXDWLRQ LQ WKHVHFWRURIHPSOR\PHQWRI WKHSRSXODWLRQ
DQGRQWKHODERUPDUNHWRIFRPSDQ\WRZQVFRQGLWLRQRIVRFLDOVSKHUHVDVVHVVPHQWRIOLIHDQGTXDOLW\OHYHORI
WKHSRSXODWLRQLQFRPSDULVRQZLWKWKHVLPLODULQGH[RIRWKHUWRZQVDQGLQWKHUHJLRQLQJHQHUDO6LWXDWLRQLQWKH
VHFWRU RI HPSOR\PHQW RI WKH SRSXODWLRQ LV FULWLFDO IRU XQGHUVWDQGLQJ RI G\QDPLFV RI VRFLDO GHYHORSPHQW RI
FRPSDQ\ WRZQV ZKRVH GLVWLQFWLYH FKDUDFWHULVWLFV LV PRQRSROL]DWLRQ RI VSKHUH RI XVH RI KXPDQ UHVRXUFHV
6WURQJ GHSHQGHQFH RI QXPEHU DQG VWUXFWXUH RI HPSOR\HG DQG XQHPSOR\HG SHRSOH RQ QHHGV RI WKH WRZQ
IRUPLQJ FRPSDQ\ LV WKH PDMRU IDFWRU WKDW SURYLGHV D VSHFLILF GLVSURSRUWLRQ LQ WKH GHYHORSPHQW RI
PRQRVSHFLDOL]HGODERUPDUNHWV,QWKHFRQGLWLRQVRIWKHPRGHUQPDUNHWUHJLRQVZLWKWRZQIRUPLQJFRPSDQLHV
JLYHDULVHWRWKHPRQRSVRQ\RQORFDOODERUPDUNHWDQGDOORWKHUWKLQJVEHLQJHTXDOZLOOKDYHOHVVGHPDQGRQ
ODERU SRZHU DQG SD\ OHVV VDODU\ WKDQ D FRPSDQ\ ZRUNLQJ LQ FRQGLWLRQV RI QRUPDO EXVLQHVV FRPSHWLWLRQ
3HFXOLDULWLHV RI PDQXIDFWXULQJ WHFKQRORJ\ RI WRZQFRPSDQ\ DOVR GHWHUPLQH D GHPRJUDSKLFDO VWUXFWXUH RI
GHPDQGRQODERUSRZHULQVXFKUHJLRQV
,QUHJLRQVZLWKPRQRSVRQLFDOODERUPDUNHWSURIHVVLRQDOPRELOLW\RIODERUSRZHULVOLPLWHGSRVVLEOHVSKHUHV
RI ODERUDFWLYLW\DUHQDUURZZKDWHIIHFWV WKH LQWHUHVWVRI\RXQJPHQZKRDUH LQWHUHVWHG LQGLYHUVLILFDWLRQRI
SURIHVVLRQDOLQWHUHVWV6XFKDVLWXDWLRQKDVDQHJDWLYHLPSDFWRQGHPRJUDSKLFDOSURFHVVHVOHDGVWRXQFRQWUROOHG
PLJUDWLRQ)LQDOO\ WKHUH DULVHGLIILFXOWLHV LQPXQLFLSDOPDQDJHPHQW&RQVHTXHQWO\ LQFRQGLWLRQVRI WHUULWRULDO
LVRODWLRQPRQRSROL]DWLRQRI ODERUPDUNHWVDQGVRFLDODQGHFRQRPLFDOVSKHUHVE\ WKHWRZQIRUPLQJFRPSDQ\
WKH VSHFLILF WHQGHQFLHV RI VRFLDO GHYHORSPHQW ZLWK OLPLWHG SRVVLELOLWLHV DUH IRUPHG 3UHVHQFH RI VSHFLILF
GLVSURSRUWLRQV RIPRQRVSHFLDOL]HG ODERUPDUNHWV SUHGHWHUPLQHV VSHFLILFV RIPHWKRGRORJLFDO DSSURDFK WKDW LV
XVHGWRDQDO\]HWHQGHQFLHVRIVRFLDOGHYHORSPHQWRIFRPSDQ\WRZQV$GHHSVWDWLVWLFDODQGG\QDPLFDODQDO\VLV
RI GLIIHUHQW ©OHYHOVª RI VRFLDO VWUXFWXUH GHWHUPLQHGE\SHFXOLDULWLHV RI ODERUPDUNHW DQG HPSOR\PHQW RI WKH
SRSXODWLRQ LV QHHGHG 7KH PRVW LPSRUWDQW HOHPHQWV RI VXFK DQDO\VLV DUH WKH FRPSDUDWLYH HYDOXDWLRQV RI
XQHPSOR\PHQW G\QDPLFV RIILFLDO DQGKLGGHQ DYHUDJHGXUDWLRQRI XQHPSOR\PHQW VWUXFWXUH RI XQHPSOR\HG
SHRSOH DFFRUGLQJ WR DJH DQG VH[ UHDVRQ RI GLVPLVVLQJ SURIHVVLRQ TXDOLILFDWLRQ DQG OHYHO RI HGXFDWLRQ ,Q
FRPSDQ\WRZQVWKHUHLVDVSHFLILFVWUXFWXUHRIGHPDQGDQGVXSSO\RIVSHFLDOLVWVRIGLIIHUHQWSURIHVVLRQV

&RQFOXVLRQ
$WWKHEHJLQQLQJRIPRGHUQUHIRUPV5XVVLDLVDFRXQWU\ZLWKWUDQVLWLRQDOHFRQRP\0DUNHWUHODWLRQVKDYHQ
W
EHHQ IRUPHG\HW 3URFHVV RIPDUNHW FKDQJHV VKRXOG EH FKHFNHGZLWK WKHZRUOGSUDFWLFH DQGPHFKDQLVPVRI
LQFRPH GLVWULEXWLRQV WKDW DUH W\SLFDO IRU WKH PDUNHW HFRQRP\ 'HSHQGLQJ RQ FRPELQDWLRQ RI PDUNHW W\SHV
SHUIHFW FRPSHWLWLRQ RU PRQRSRO\ DQG ROLJRSRO\ DQG RWKHUV DQG PRQHWDU\ V\VWHPV PRUH RU OHVV LW LV
FRQQHFWHGZLWKGHYHORSPHQWRIFUHGLWIDFLOLWLHVWKHUHFDQEHGLVWLQJXLVKHGWKHIROORZLQJPRGHOVRIFRPSHWLWLRQ
DWWKHODERUSRZHUPDUNHW
 /DERU SRZHU PDUNHW FDQ KDYH DQ RSSRUWXQLW\ WR IRUP VDODULHV WKHPVHOYHV $V D UHVXOW WKHUH DSSHDU
GLIIHUHQWIRUPVRIWKHPDUNHWPRQRSRO\RIEX\HUVPRQRSRO\RIVHOOHUVHWF0RQRSRO\RIHPSOR\HUVRQODERU
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SRZHUPDUNHWDOORZVWKHHPSOR\HUVGHFUHDVHWKHVDODU\DQGHPSOR\HHVJHWWKHORZHUSDUWRISURGXFWV WKDQLW
ZRXOGKDYHEHHQRIWKHFRPSHWLWLRQRIHPSOR\HUVEURXJKWVDODULHVWREDODQFH
*URXSV RI HPSOR\HUV DQG HPSOR\HHV HVWDEOLVK WKH VDODU\ GXULQJ QHJRWLDWLRQV XQGHU WKH JRYHUQPHQW RI
VWDWHDJHQFLHV'LVWULEXWLRQLVPDGHE\VHOIJRYHUQPHQWERGLHVRUSURIHVVLRQDOJURXSV
'LVWULEXWLRQRILQFRPHLVIRUPHGLQFRQGLWLRQRIWRWDOFRPSHWLWLRQWKURXJKPHFKDQLVPVRIIUHHRIFRQWURO
SULFH7KH IXQFWLRQVRI WKHVHPHFKDQLVPVDUH WUDQVPLVVLRQRI WUXH LQIRUPDWLRQDERXWGHPDQGDQGVXSSO\RQ
JRRGVDQGVHUYLFHVVWLPXODWHWKHXVHRIWKHPRVWHFRQRPLFDOPHWKRGVRIPDQXIDFWXULQJGHILQHZKRJHWVWKH
SHUFHQWRISURGXFWSURGXFHGDQGWKHDPRXQWRIWKLVSHUFHQWLQRWKHUZRUGVWKH\HVWDEOLVKWKHUXOHVRILQFRPH
GLVWULEXWLRQ'LVWULEXWLRQLQFRQGLWLRQVRIWRWDOFRPSHWLWLRQLVERXQGZLWKDSSHDUDQFHRIHVVHQWLDOGLIIHUHQFHVLQ
SXUFKDVHSRZHURILQFRPH,QSUDFWLFHWKHUHDUHPHWKRGVRIFRUUHFWLQJRIGLVWULEXWLRQIRUFRPSHWLWLYHPDUNHW
7KDWLVHVWDEOLVKPHQWRISURJUHVVLYHLQFRPHWD[WD[DWLRQSROLF\
3HUIHFWFRPSHWLWLRQRIODERUIRUFHPDUNHWDVVXPHVH[LVWHQFHRIPDLQIHDWXUHV
x 'HPDQGRQFHUWDLQODERUW\SHRQHPSOR\HHVRIFHUWDLQTXDOLILFDWLRQDQGSURIHVVLRQE\TXLWHDELJQXPEHU
RIFRPSDQLHVLQFRPSHWLWLRQEHWZHHQHDFKRWKHU
x 6XSSO\RIODERUE\DOOWKHHPSOR\HHVRQRQHDQGWKHVDPHTXDOLILFDWLRQDQGSURIHVVLRQLHPHPEHUVRID
FRPSOHPHQWDU\JURXSLQGHSHQGHQWO\IURPHDFKRWKHU
x $EVHQFHRIDXQLRQQHLWKHURQEHKDOIRIEX\HUVRIODERUVHUYLFHPRQRSVRQ\QRUVHOOHUVPRQRSRO\
x ,PSDUWLDO LPSRVVLELOLW\ RI DJHQWV RI GHPDQG FRPSDQLHV DQG DJHQWV RI VXSSO\ HPSOR\HHV WR HVWDEOLVK
FRQWURORYHUODERUPDUNHWSULFHLHFRPSXOVRU\GLFWDWHWKHVDODU\OHYHO
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